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LAURA OBREJA BRA¸ SOVEANU
Abstract. The current context brings new challenges posed by the decrease of public rev-
enues, through lowering the tax base and the capacity to collect taxes, and by the inability
to adjust the public expenditures. All countries face the challenges of ﬁscal adjustment.
The aim of this paper is to identify the determinant factors of success for ﬁscal adjustment
episodes in the UE 27 context. The considered factors are the need, the size and the compo-
sition of the ﬁscal adjustment. The result of the logit models concluded that signiﬁcant ﬁscal
adjustments lead to sustainable deﬁcit reduction, while the composition of ﬁscal adjustments
through policies based on public expenditure or revenues does not signiﬁcantly inﬂuence the
probability of success.
1. Introduction
Current context brings new challenges posed by the decrease of public revenues, through
lowering the tax base and the capacity to collect taxes, and by the inability to adjust the
public expenditures. Obviously they are cyclical components, whose size is determined by the
economic cycle, so there is objective justiﬁcation of the increased budget deﬁcits, but ﬁscal
policy should be adjusted so that deﬁcits are kept within sustainable limits.
Thus arises the need for ﬁscal adjustment, which may consist in increasing the share in GDP
of the budget revenues or in decreasing the share in GDP of the budget spending. For building
a ﬁscal policy strategy there might be reviewed the following aspects: ﬁrst, the relationship
b e t w e e nt h et y p eo fﬁscal policy (relaxed or restricted) and the size and the structure of budget
revenues and expenditures, because there are important asymmetries - relaxed ﬁscal policy is
the result of an signiﬁcant increase of expenditures, while restrictive policy is achieved mainly
by increasing taxes, and secondly, the composition of the ﬁscal adjustment aﬀects its likelihood
of success, deﬁned as the sustainability of budget deﬁcit reduction process, and also aﬀects the
consequences on real economy, even on the decision of the electorate voting.
All countries face the challenges of ﬁscal adjustment. Fiscal adjustment is eﬀective if it con-
sists on a mixed measures to reduce expenditures, to improve revenues mobilization, to improve
the resource allocation and eﬃciency. In the emerging countries, there are additional problems
related to diﬀerent conditions comparing with the developed countries: the magnitude of ﬁs-
cal adjustment needed to stabilize the macroeconomic environment, the expenditure structure
requires changes toward a more selective delivery or ﬁnancing of public goods and services,
revenue mobilization instruments must be transformed from direct to indirect tax structure,
the weak institutional legacy system of management expenditures - Hagen, Harden (1996)
This paper, comparing with the previous studies, contains elements of originality by intro-
ducing new indicators relevant in explaining ﬁscal adjustment process and probability of succes
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for ﬁscal adjustment episodes. The empirical results sustain that the probability of success is
determined by a complex set of factors: the size of the consolidation eﬀort (signiﬁcant adjust-
ments should be more successful in supporting deﬁcit reduction, while representing a signal
change in regime, maintaining policy credibility and irreversibility), the composition of ﬁscal
adjustment (adjustments based more on expenditure cuts are more likely to be sustainable in
deﬁcit reduction), the duration of ﬁscal adjustment (if ﬁscal adjustment is implemented in a
longer period it would be more credible and low probability of reversibility; the adjustment is
easier to bear if the adjustment burden is borne more periods).
The rest of the paper is structured as follows - section 2 aims to identify the key deﬁnitions for
ﬁscal adjustment, for adjustment’s success and analysis of empirical evidence on reducing the
budget deﬁcit. In Section 3 it is presented the empirical study on episodes of ﬁscal adjustment
in the context of the EU27 during 1996-2009, identifying the composition and the determinants
of success of ﬁscal adjustment.
2. Literature review
Fiscal adjustment process represents a signiﬁcant decrease of budget deﬁcit.
To understand the phenomenon of ﬁscal adjustment, the classiﬁcation of types of ﬁscal policy,
the success and durability of the adjustment process, there are presented some of the important
deﬁnitions in the literature.
DEFINITION 1 A
Alesina, Perotti (1995) deﬁne ﬁscal policy depending on the changes of the budget deﬁcit
(called ﬁscal impulse, denoted by FI).
Fiscal policy is deﬁned as:
neutral if the FI is in the range (-0.5%; +0.5%),
relaxed, if FI is in the range (+0.5%;+1.5%),
very relaxed, if FI is greater than 1.5%,
restrictive or moderate adjustments, if FI is in the range (-1.5%; -0.5%),
very restrictive or strong adjustments,i fF Ii sl e s st h a n- 1 . 5 % .
For this deﬁnition, the demarcation interval is the result of a compromise between two
requirements: on the one hand, there have to be taken some measures so that the policies
characterized as very relaxed and very restrictive not to be inﬂuenced by cyclical factors, and,
on the other hand, in order to give suﬃcient power to the tests performed, there must be a
suﬃcient number of observations for each type of policy.
DEFINITION 1 B
Purﬁeld (2003) deﬁnes ﬁscal policy depending on the changes of the budget primary balance.
A very restrictive ﬁscal policy episode is an episode of ﬁscal adjustment characterized
by an improvement of budget primary balance by at least 1.5 percentage points of GDP in a
year or at least 1.25 percentage points of GDP in at least two consecutive years.
There could manifest the "stop and go" behavior - strong adjustments can be followed by
strong expansion and vice versa.
By implementing strong adjustment, governments generate economic and political costs to
correct excessive budget deﬁcits and public debt. There appears the question if the ﬁscal
adjustment is successful in durable correction of the ﬁscal problems, so they must be isolated
the episodes of strict ﬁscal policy that led to the consolidation of long-term budget of the
episodes from that which were reversed shortly.
DEFINITION 2 A
Alesina, Perotti (1995) deﬁne the success of ﬁscal adjustment depending on the changes of
the gross debt to GDP.
A successful ﬁscal adjustment in year t is deﬁned as a very restrictive ﬁscal policy in
year t which generates gross debt ratio to GDP in year t +3 lower than in t with at least 5
percentage points of GDP.
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Alesina, Perotti (1996) deﬁne the success of ﬁscal adjustment depending on the changes of
the cyclically adjusted primary deﬁcit and on the changes on the debt to GDP ratio.
As u c c e s s f u lﬁscal adjustment is an episode of very restrictive ﬁscal policy that meet the
following conditions: (i) within three years after the restrictive episodes, the cyclically adjusted
primary deﬁcit is on average 2% lower compared to last year of the restrictive ﬁscal policy, (ii)
three years after the last year of the restrictive ﬁscal policy, the debt to GDP is 5% below the
level registered last year of the restrictive ﬁscal policy.
DEFINITION 2 C
Purﬁeld (2003) deﬁnes the success of ﬁscal adjustment depending on the changes of the
general government balance.
An episode of ﬁscal adjustment is successful if the average of the general government
balance after two years is at least 2 percentage points lower than in the two years preceding
the adjustment.
This deﬁnition implies that the eﬀects of a successful adjustment to the budget balance are
sustainable after the end of the episode.
The success of a ﬁscal adjustment episode, the sustainability of the deﬁcit reduction, is
inﬂuenced by the a complex set of indicators, such as the size, the composition and the duration
of the ﬁscal adjustment episodes.
McDermott, Wescott (1996) tested the impact of the ﬁscal adjustments size in the cases of
successful and unsuccessful adjustment: the size of the adjustment is very important. Giavazzi,
Pagano (1996), using a methodology based on estimating the consumption function, showed
that signiﬁcant and persistent ﬁscal adjustments are expansionary, while modest adjustments
are not, due to credibility and wealth eﬀects. Symansky, Bertolini, Razin (1995) studied the
eﬀects of ﬁscal adjustment in the G7 countries and demonstrated that adjustments have short-
term costs by the decreased production, but generate long-term beneﬁts.
Empirical studies regarding the ﬁscal adjustment in countries of the Organization for Eco-
nomic Cooperation and Development (OECD) suggest that the size and the composition of
ﬁscal policy have an important role in addressing ﬁscal imbalances. Alesina and Perotti (1995)
consider that, although the majority of ﬁscal adjustment eﬀorts are based on tax increases,
successful adjustments are based more on current expenditures decrease. McDermott, Wescott
(1996) conclude that the expenditures-based adjustment is more eﬀective than raising taxes to
reduce debt. Signiﬁcant adjustments have a higher probability of success in reducing the debt
ratio to GDP. Alesina, Ardagna (1998) emphasize the importance of the adjustment structure:
adjustment based on reduction of transfers and public wages are more likely to succeed in
reducing the primary structural balance.
Purﬁeld (2003), using a sample of 25 countries (former Soviet Union - Armenia, Azerbaijan,
Belarus, Georgia, Kazakhstan, Kyrgyz Republic, Moldova, Russian Federation, Turmenistan,
Ukraine, Uzbekistan), the Baltic countries (Estonia, Latvia, Lithuania), Eastern Europe (Alba-
nia, Bulgaria, Croatia, Czech Republic, Hungary, Poland, Romania, Slovakia, Slovenia) for the
period 1992-2000, identiﬁes episodes of ﬁscal adjustment in transition economies. The article
seeks to answer the questions: diﬀerences in size, structure and duration of the ﬁscal adjust-
ment have implications for its success?, The adjusted ﬁscal policy can be associated with the
negative impact on growth?
Budget deﬁcit reduction was generally achieved by reducing spending, revenue collection is
still decreasing, which implies a greater eﬀort. Cheasty, Davis (1996) and Gupta, Leruth, de
Mello, Chakravarti (2001) demonstrated the inability of these countries to raise revenues and
to decrease expenditures.
Purﬁeld (2003) identiﬁes factors that aﬀect the likelihood of successful adjustment: the
size of the consolidation eﬀort (signiﬁcant adjustments should be more successful in sup-
porting deﬁcit reduction, representing a change of regime signal, maintaining credibility and
irreversibility of the policy), the composition of the ﬁscal adjustment (adjustment based8 2 L A U R AO B R E J AB R A ¸ SOVEANU
on expenditure cuts are more likely to be sustainable in deﬁcit reduction process), the dura-
tion of the ﬁscal adjustment (if ﬁscal adjustment is implemented in a longer period it would
be more credible and less likely to be reversible; even politically, the adjustment is easier to
bear if the burden of adjustment is supported in several periods).
Regarding the eﬀects of ﬁscal adjustment on the real economy, there are arguments for a
negative eﬀect. Recently, Alesina (2010) argues that an episode of ﬁscal adjustment is not a
source of economic recession, as it eliminates the need for a stronger future adjustments.
Mulas-Granados (2004) examines the short-term impact of various ﬁscal adjustment strate-
gies on economic growth and income distribution. The eﬀects are conditional on the composition
of the ﬁscal adjustment.
Alesina, Carloni, Lecce (2010) examine the impact of ﬁscal adjustment on voters decision.
The study results do not conﬁrm the hypothesis that those governments that make decisions for
as i g n i ﬁcant and rapid decrease of the budget deﬁcit are penalized by the electorate in future
elections.
3. Empirical study — fiscal adjustment in UE27
In this section there are analized the ﬁscal policies applied in European Union for the period
1996-2009. There are identiﬁed the period of need for ﬁscal adjustment depending on the
budget balance on GDP and the ﬁscal disciplines depending on the ﬁscal authorities’ reaction
in reducing the budget deﬁcit. The composition of ﬁscal adjustment is clasiﬁed as based more
on expenditure cuts or based on revenue increases. Eventualy, there is quantifed the succes
of the ﬁscal adjustment depending on the level of budget deﬁcit on GDP one year after the
adjustment and there is estimated the impact of the determinant factors on the probability of
succes.
Notations for variables used are presented below:
balance = budget balance in GDP (data source: AMECO)
exp = public expenditures share in GDP (data source: AMECO)
rev = public revenues in GDP (data source: AMECO)
success = dummy variable for success if ﬁscal adjustment is successful, this success is deﬁned
by the condition that a year after adjustment the deﬁcit remains is smaller by at least 1,5 pp
comparing with a year before adjustment
need = dummy variable for the need of ﬁscal adjustment, need deﬁned by the condition
that the deﬁc i ti sm o r et h a n3 %o fG D Pi nt h ep r e v i o u sy e a r
adjustment_exp = dummy variable for ﬁscal adjustment achieved through greater public
spending than the public revenue adjustment
size =s i z eo fﬁscal adjustment, measured as the change in budget balance (delta balance)
The database consists on countries from European Union - UE27: AT, BE, BG, CY, CZ,
D K ,E E ,F I ,F R ,D E ,E L ,H U ,I E ,I T ,L V ,L T ,L U ,M T ,N L ,P L ,P T ,R O ,S K ,S I ,E S ,S E ,U K
In Table 1 there are values for the budget balance in EU-27 countries. There are serious
problems of budgetary imbalances at the level of 2009, but also at the average values for the
period 1996-2009.
As it can be seen in the clustering - Table 2, countries characterized by high levels of average
budget deﬁcit, but with signiﬁcant ﬂuctuations in the values registered, are Slovakia, Malta,
Hungary and Greece. The highest values of standard deviation of the balance are recorded in
Ireland and Bulgaria. Romania falls into cluster 2, with developed and less developed countries,
with negative values of the average budget balance, but with small ﬂuctuations between 1996-
2009. Positive values of the average budget balance are registered in Luxembourg, Finland,
Denmark, Sweden and Estonia.
In this study, ﬁscal policies are classiﬁed into ﬁve categories, depending on the changes in
budget balance:
a - very relaxed ﬁscal policy - if the budget balance changes by more than -1.5 pp;FISCAL ADJUSTMENT IN THE EU27 83
b-r e l a x e dﬁscal policy - if the budget balance changes with the values in the range (-1.5
pp, -0.5 pp);
c - neutral ﬁscal policy - if the budget balance changes with values in the range (-0.5 pp,
0.5 pp);
d-r e s t r i c t i v eﬁscal policy - if the budget balance changes with the values in the range
(0.5 pp, 1.5 pp);
e - very restrictive ﬁscal policy - if the budget balance changes by more than 1.5 per-
centage points - in this article, these are the episodes of ﬁscal adjustment.
As a working hypothesis, it is considerd that ﬁscal adjustment is necessary (marked in the
following table with dummy variable denoted Need) in year t if the budget deﬁcit exceeds 3% of
GDP. Interestingly, in most cases where the deﬁcit exceeds 3% of GDP, ﬁscal policy applied in
the previous year was relaxed. In Table 4 there are recorded the periods with ﬁscal adjustment
requires and the reaction of the tax authority, called ﬁscal discipline if ﬁscal policy is restrictive
in the following year.
The most frequent need for ﬁscal adjustment episodes were recorded, in order of increasing
number of periods, in the following countries: DE, UK (6 years), FR, LT (7 years), CY, RO (8
years), IT, SK (9 years), CZ (10 years), MT, PT (11 years), PL (12 years), EL, HU (14 years).
As it can be observed in previous table, there are episodes of ﬁscal adjustments without the
situation that in the previous year budget deﬁcit not exceeded the 3% - countries that have
made such adjustments are: SE (4), LU (3), BG, DK, EE, FI, DE, IE (2), CY, CZ, LV, NL (1).
Fiscal policy has diﬀerent degrees of adjustment, ﬁscal discipline is more present in countries
that have high rate of adjustments/ the situation of needed adjustments: AT, BE, EE, FI, SE.
I nT a b l e5t h e r ea r et h er e c o r d sf o rt h eﬁscal adjustment for clustering groups of countries
identiﬁed by (i) and values of public revenue and expenditure changes.
The composition of the ﬁscal adjustment is showed in the next table — for each episodes, I
marked with X in the row of dexp if the adjustment is more based on expenditures reduction,
or in the row of drev if the adjustment is more based on taxes increase.
In order to quantify the success of ﬁscal adjustment episodes, it is considered a successful
dummy variable that takes value 1 if one year after the ﬁscal adjustment budget balance is
greater than -3% of GDP. For the empirical test for estimating the determinants of probability
of success there are used 68 observations representing episodes of ﬁscal adjustment - Table 7
contains the structure of this database.
In Table 8 there are summarized the results of logit model in order to identify the determinant
factors of success for ﬁscal adjustment episodes — the need, the size and the composition of the
ﬁscal adjustment.
success = c(1) + c(2) ∗ adjustment_exp + c(3) ∗ need + c(4) ∗ size (3.1)
As the results from Table 8 show, for ﬁscal adjustment in the EU27 during 1996 to 2009 the
relevant factors for the probability of success are the need and size of ﬁscal adjustment.
4. Conclusions
This paper’s objective is to identify the determinant factors of success for ﬁscal adjustment
episodes in UE 27 context, for the period 1996-2009. Theory and previous empirical studies
suggest that the probability of success for a ﬁscal adjustment episode is inﬂuenced by: (a)
t h es i z eo ft h ea d j u s t m e n t-s i g n i ﬁcant ﬁscal adjustments lead to sustainable deﬁcit reduction,
because they represent a credible signal of commitment of the authorities to address budgetary
imbalances, which could enhance their success; (b) the composition of the adjustment — there
are recommended mixed measures to reduce expenditures, to improve revenues mobilization,
to improve the resource allocation and eﬃciency; (c) the duration of ﬁscal adjustment - if ﬁscal
adjustment is implemented in a longer period it would be more credible and low probability of
reversibility; the adjustment is easier to bear if the adjustment burden is borne more periods.8 4 L A U R AO B R E J AB R A ¸ SOVEANU
This paper contains elements of originality by introducing new indicators relevant in explain-
ing ﬁscal adjustment process and probability of success for ﬁscal adjustment episodes, such as
ﬁscal discipline and need of ﬁscal adjustment.
The empirical results sustain that the probability of success is determined by a complex set
of factors: the size of the consolidation eﬀort (signiﬁcant adjustments should be more successful
in supporting deﬁcit reduction, while representing a signal change in regime, maintaining policy
credibility and irreversibility) and the need of ﬁscal adjustment (the necessity of applying an
adjustment should signiﬁcantly inﬂuence the credibility of the changes).
In this logit model, despite the previous theoretical and empirical research, the composition
of ﬁscal adjustment is not relevant (adjustments based more on expenditure cuts should more
likely be sustainable in deﬁcit reduction).
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Appendix
Table I: Public balance — 1996-2009 — UE27
country 1996 2009 average CV
EL -6,64 -15,59 -6,36 -0,50
HU -4,37 -4,46 -5,90 -0,34
MT -7,98 -3,71 -5,89 -0,43
SK -9,91 -7,96 -5,64 -0,58
PL -4,87 -7,35 -4,40 -0,33
PT -4,54 -10,12 -4,12 -0,46
CZ -3,32 -5,84 -4,06 -0,42
RO -3,57 -8,52 -3,48 -0,58
LT -3,23 -9,53 -3,36 -0,98
IT -6,96 -5,30 -3,27 -0,47
FR -4,03 -7,50 -3,18 -0,47
CY -3,19 -5,97 -2,96 -0,90
UK -4,26 -11,30 -2,55 -1,35
SI -1,12 -5,96 -2,48 -0,58
DE -3,33 -3,03 -2,15 -0,78
AT -4,15 -4,14 -2,14 -0,62
LV -0,44 -9,61 -1,96 -1,37
ES -4,86 -11,13 -1,86 -1,83
BE -4,02 -5,97 -1,34 -1,36
NL -1,89 -5,46 -0,96 -1,94
BG -10,07 -4,67 -0,44 -7,48
IE -0,10 -14,28 -0,25 -19,34
EE -0,35 -1,76 0,21 9,15
SE -3,32 -0,95 0,61 3,40
DK -2,03 -2,81 1,38 1,82
FI -3,53 -2,88 2,22 1,37
LU 1,19 -0,91 2,30 0,99
Data sorce: AMECO
Table II: Cluster analysis (i)
average and standard deviation of public balance
Final Cluster Centers
1 2 3 4
average_balance -5,95 -2,77 -0,34 1,35
stdev_balance 2,74 2,11 4,06 2,37
Country SK, MT, NL, BE, IE, BG LU, FI, DK
HU, EL ES, LV SE, EE
FR, IT, LT, AT
DE, SI, RO, CZ
P T ,P L ,U K ,C Y8 6 L A U R AO B R E J AB R A ¸ SOVEANU
Table III: Cluster analysis (ii)
average values of public balance, expenditures, and revenues
Final Cluster Centers
1 2 3 4
average_balance -1,99 -4,72 0,26 -1,76
average_exp 47,47 43,79 53,68 38,02
average_rev 45,08 38,25 53,56 35,69
Countries LU, NL, BE, AT, U K ,C Z ,P T ,P L , F I ,D K ,S E ,F R EE, IE, BG, ES
DE, SI, IT, HU SK, MT, EL L V ,C Y ,L T ,R O
Table IV: Identiﬁcation of ﬁscal discipline
(a)
country Cluster (i) Cluster (ii) 1996 1997 1998 1999 2000 2001 2002
AT 2 1 1e
BE 2 1 1e
BG 3 4 1e 0e
CY 2 4 1 a 1d 1c 1e a 1 a
CZ 2 2 1c 1b 1d 1c 1 a 1b 1c
DK 4 3
EE 4 4 0e a 1e
FI 4 3 1e 0e 0e
FR 2 3 1d 1d a 1b
DE 2 1 1d 0e b 1c
EL 1 2 1d 1e 1d 1b 1b 1c 1b
HU 1 1 1b 1 a 1e 1e 1b 1 a 1e
IE 3 4 0e 0e
IT 2 1 1e c 1d 1c 1b
LV 2 4 0e a 1d
LT 2 4 1 a 1e 1c c 1c 1e
LU 4 1 0e 0e
MT 1 2 1c 1 a 1e 1e 1c 1d 1 a
NL 2 1 0e b
PL 2 2 1c 1c 1e b 1 a 1c 1b
PT 2 2 1d 1c 1d b 1d c
RO 2 4 1b 1d 1b 1c 1d 1d
SK 1 2 1e 1d 1 a 1 a 1e 1 a 1e
SI 2 1 b 1b 1c 1e
ES 2 4 1d 1c 1e
SE 4 3 1e 0e 0e
UK 2 2 1e bFISCAL ADJUSTMENT IN THE EU27 87
(b)
country Cluster (i) Cluster (ii) 2003 2004 2005 2006 2007 2008 2009
AT 2 1 a 1e a 1c
BE 2 1 a 1e
BG 3 4 0e a 1d
CY 2 4 1e 1e 0e a 1d
CZ 2 2 1e b 1d 0e a 1d
DK 4 3 0e 0e
EE 4 4 0e
FI 4 3
FR 2 3 1c 1d b 1 a 1c
DE 2 1 1c 1c 1e 0e a 1c
EL 1 2 1 a 1e 1b 1b 1 a 1 a 1e
HU 1 1 1d 1 a 1b 1e 1d 1b 1c
IE 3 4 a 1 a 1a
IT 2 1 1c 1b 1d 1e 1d
LV 2 4 1 a 1e
LT 2 4 a 1 a 1e
LU 4 1 0e
MT 1 2 1e 1e a 1d 1c
NL 2 1 1d a 1c
PL 2 2 1d 1d 1c 1e 1 a 1b
PT 2 2 1c 1 a 1e 1d 1c 1 a 1d
RO 2 4 a 1 a 1e
SK 1 2 c 1d a 1c
SI 2 1 a 1c
ES 2 4 a 1 a 1e
SE 4 3 0e 0e
UK 2 2 1c 1c 1d a 1 a 1d8 8 L A U R AO B R E J AB R A ¸ SOVEANU
Table V: Episodes of ﬁscal adjustment within the clusters
Cluster 1 2 3 4
Countries LU, NL, BE UK, CZ, PT, FI, DK, EE, IE, BG,
AT, HU, IT PL, EL SE, FR ES, RO, LT
DE, SI SK, MT LV, CY
No. of 4 (1997, 2000, 2 (1997, 1998, 1999, 2 (1997, 1998, 4 (1997)
2000, 2004, 2000, 2004,
episodes 2007) 2005, 2007) 2005)
0 (1998, 2008, 1 (2001, 2003, 0 (1999, 2001, 2002, 1 (1998, 1999,
2009) 2006, 2010) 2003, 2006, 2007, 2001, 2002,
2008, 2009, 2010) 2005, 2007)
1 (1999, 2001, 0 (2002, 2008, 3 (2000)
2002, 2003, 2009)
2005, 2010)




No. of tight 20 (29%) 18 (26%) 10 (15%) 20 (29%)
adjustment
Changes of -1,84 -2,27 -2,18 -2,25
expenditures
Changes of 0,44 0,47 0,37 0,39
revenuesFISCAL ADJUSTMENT IN THE EU27 89
Table VI: The composition of ﬁscal adjustment — changes of public expenditures
or revenues
(a)
1997 1998 1999 2000 2001 2002 2003 Average
dexp X -2,21




BG drev X 0,89
dexp -0,63







dexp X X -2,91
EE drev -0,83
dexp -1,82
EL drev X 1,12
dexp X -0,65
ES drev 1,03




dexp X X X -1,85
HU drev 0,80
dexp X X -2,64
IE drev -0,769 0 L A U R AO B R E J AB R A ¸ SOVEANU
(b)
2004 2005 2006 2007 2008 2009 2010 Average
dexp X -2,21
AT drev -0,02
dexp X X -1,98
BE drev 0,01
dexp -4,03
BG drev X 0,89
dexp X -0,63
CY drev X X 1,80
dexp X X -1,72
CZ drev 0,94
dexp X X -2,08
DE drev 0,06
dexp X -1,14












HU drev X 0,80
dexp -2,64
IE drev -0,76FISCAL ADJUSTMENT IN THE EU27 91
(c)
1997 1998 1999 2000 2001 2002 2003 Average
dexp X -1,53
IT drev 1,28




















dexp X X X -5,81
SK drev -0,80
dexp X X -1,64
UK drev X 0,639 2 L A U R AO B R E J AB R A ¸ SOVEANU
(d)
2004 2005 2006 2007 2008 2009 2010 Average
dexp -1,53

























Table VII: The composition of the ﬁscal adjustment
- through changes in public revenues or expenditures
No. of episods success need expenditure
Total 68 49 (72%) 44 (65%) 53 (78%)
success 49 36 (73%) 38 (77%)
unsuccess 19 8 (42%) 15 (79%)
need 44 36 (82%) 37 (84%)
unneed 24 13 (54%) 16 (66%)
expenditure 53 38 (72%) 37 (70%)
revenue 15 11 (73%) 7 (47%)FISCAL ADJUSTMENT IN THE EU27 93
Table VIII: Testing the determinants of a successful ﬁscal adjustment





McFadden R-squared 0.203695 0.184673
S.E. of regression 0.412364 0.415023
Prob(LR statistic) 0.000934 0.000588
Total obs 68
Obs with Dep=0 19
Obs with Dep=1 49
*** 1% signiﬁcance, ** 5% signiﬁcance, * 10% signiﬁcance